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Abstract: Segmented labour market theory rests on two central tenets. The first is that it is 

meaningful to distinguish between primary labour markets providing "good" jobs with high 

wages and stable employment and secondary labour markets providing "bad" jobs with low pay 

and unstable employment. The second is that jobs in primary labour markets are rationed, with 

substantial barriers to entry from secondary labour markets. The rationing hypothesis cannot be 

tested for Ireland with the data available, but here we test the hypothesis that wage determin­

ation differs across sectors, using data from a 1987 E S R I household survey. Two formulations of 

the segmented labour market model are tested, one distinguishing only primary and secondary 

sectors and the other distinguishing four sectors employed in recent U S research by Gordon. 

Estimating standard earnings functions for both variants suggests that returns to education are 

lower in secondary markets, as predicted by segmentation theory, but contrary to the theory's 

predictions returns to work experience do not differ across sectors. There may be a less clear-cut 

divide between sectors in European countries than in the U S A , partly because of the role of trade 

unions. The policy implications of adopting a segmented labour market perspective are markedly 

different from those of human capital theory on some central issues of labour market policy,' so 

further investigation of that perspective appears warranted. 

I I N T R O D U C T I O N 

H
u m a n capi ta l theory emphas i ses differences among ind iv idua l s as the 

determinants of the distr ibution of earnings: workers i n low-wage jobs 

a r e those who have low product iv i ty , because they h a v e been u n a b l e or 
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Labour Market , Maastricht, the Institute for Employment Research, Warwick, and to two 
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u n w i l l i n g to obta in the sk i l l s neces sary to improve the ir product iv i ty a n d 

earn ings . A s H i c k s (1963, p. 82) put i t s t a r k l y , u n s k i l l e d labour i s "often 

badly paid , not because i t gets less t h a n it i s worth, but because i t i s worth so 

appal l ingly little". Segmented labour m a r k e t theory, on the other h a n d , sees 

the labour m a r k e t as divided into dist inct sectors, providing jobs w h i c h c a n be 

r a n k e d along a spectrum rang ing from "good" to "bad". Good jobs are rat ioned 

a n d e a c h sector h a s a different wage determinat ion system. Hence , the job 

r e w a r d s achieved by comparable indiv iduals are systematical ly differentiated 

according to job character is t ics . T h e ideas behind segmentation theory have a 

long his tory , a n d they i n s p i r e d a subs tant ia l body of r e s e a r c h i n the 1970s, 

par t i cu lar ly i n the U S A (following Doeringer a n d Piore (1971) ) .
1

 After a brief 

eclipse following C a i n ' s (1976) crit ique there has been a resurgence of interest 

i n segmentat ion i n the U S A i n the las t decade, the work of D ickens a n d L a n g 

(1985, 1993) be ing p a r t i c u l a r l y inf luent ia l . Indeed, some see segmentat ion 

theory a s h a v i n g recent ly been integrated into the m a i n s t r e a m of labour 

m a r k e t theory ( B l a c k a b y , C l a r k a n d L e s l i e , 1995), though i n our v iew th i s 

a s ses sment is premature . 

T h e r e h a s been l i t t le at tempt to test or apply segmented labour m a r k e t 

ideas i n e m p i r i c a l w o r k on the I r i s h labour m a r k e t (although H u g h e s a n d 

N o l a n (1996) u s e d a pr imary/secondary sector dist inct ion i n a n a l y s i n g occu­

pat ional pens ion enti t lements) . T h i s reflects not only the scarcity of suitable 

information on pay, conditions a n d workforce a n d job characterist ics , but also 

the fact t h a t the underdeveloped state of segmented labour m a r k e t theory 

i t se l f m a k e s t e s t ing or appl icat ion difficult. T h e purpose of th i s paper is to 

implement w i t h I r i s h da ta empir ica l tests of a core element of the segmented 

labour m a r k e t model, the divergence between sectors i n the w a y earnings are 

determined. T h i s provides a point of comparison between I r e l a n d a n d corre­

sponding resu l t s for the U S A a n d the U K , a n d brings out difficulties inherent 

i n t e s t ing d u a l or segmented labour m a r k e t theory w h i c h proponents w i l l 

have to overcome i f they are indeed to be integrated into m a i n s t r e a m labour 

m a r k e t theory. 

W e u s e d a t a on a l arge s a m p l e of employees obta ined i n the m a j o r 

household s u r v e y c a r r i e d out by the E S R I i n 1987, described i n Sect ion I I , 

w h i c h also sketches out the bas ic e lements of the segmentation hypothes is 

a n d how it h a s been tested e lsewhere. I n Sect ion I I I we f irst test the d u a l 

vers ion of the model i n w h i c h the labour m a r k e t is divided into only p r i m a r y 

1. The roots of the segmented labour market model can be traced back to the work of Mil l 

(1885) and Cairnes (1874) on "non-competing groups". Its modern development by Doeringer and 

Piore (1971), Gordon, Edwards and Reich (1982) and others owes much to the work of the 

American Institutionalists, K e r r (1954) and Dunlop (1957), on the balkanisation of labour 

markets. 



a n d secondary sectors, al locating indiv iduals to these sectors on the bas i s of 

the broad industry group i n w h i c h they work. Section I V tests a more complex 

U S vers ion of the segmented model, developed by Gordon (1986) a n d ref ined 

by W a i t z m a n a n d S m i t h (1994), i n w h i c h the labour m a r k e t is d iv ided into 

four groups: independent p r i m a r y professional a n d technica l ; independent 

p r i m a r y craft; subordinate pr imary; a n d secondary sectors. Conc lus ions are 

i n Section V . 

I I T E S T I N G S E G M E N T E D L A B O U R M A R K E T T H E O R Y 

I n the s t a n d a r d h u m a n cap i ta l competitive model of the labour m a r k e t , 

earn ings are a positive function of a n individual 's education a n d experience. 

Segmented labour m a r k e t theory, by contrast , focuses on the character i s t i c s 

of jobs r a t h e r t h a n indiv iduals i n determining the dis tr ibut ion of earnings . I n 

the s imple d u a l v a r i a n t there is a p r i m a r y m a r k e t w h i c h pays h i g h wages 

a n d provides s igni f icant r a t e s of r e t u r n to i n v e s t m e n t i n educat ion a n d 

employment experience, a n d a secondary m a r k e t w h i c h pays lower wages a n d 

provides lower or zero r e t u r n s to education or experience. I n Doer inger a n d 

Piore's (1971) formulation: 

. . . Jobs i n the p r i m a r y m a r k e t possess severa l of the following c h a r a c ­

ter is t ics: h i g h wages , good w o r k i n g conditions, employment s tabi l i ty , 

chances of advancement , equity, a n d due process i n the a d m i n i s t r a t i o n 

of w o r k ru les . Jobs i n the secondary m a r k e t , i n contrast , t end to h a v e 

low wages a n d fringe benefits, poor work ing conditions, h igh labor t u r n ­

over, l i t t le chance of advancement , a n d often a r b i t r a r y a n d capric ious 

supervision, (pp. 165-6). 

T h e fact t h a t p r i m a r y sector jobs are rat ioned is cen tra l to the theory: the 

h igh pay of p r i m a r y sector employees cannot be expla ined s imply i n t e r m s of 

the ir h igher qual i ty , m a n y secondary sector employees are capable of per ­

forming we l l i n p r i m a r y jobs but the ra t ion ing of access to good jobs denies 

t h e m the opportunity to do so (McNabb a n d R y a n , 1990). Theor ies advanced 

i n the 1970s to exp la in w h y the h igher earn ings of p r i m a r y sector w o r k e r s 

are not competed a w a y inc luded T h u r o w ' s (1975) "job competit ion theory", 

a n d Doeringer a n d Piore's (1971) moderate a n d E d w a r d s , R e i c h a n d Gordon's 

(1975) r a d i c a l d u a l v e r s i o n s of segmented l a b o u r m a r k e t theory . M o r e 

recently, advocates of a segmented labour m a r k e t perspective have appealed 

to efficiency wage theory or ins ider -outs ider models ( D i c k e n s a n d L a n g , 

1993) . R a t h e r t h a n a coherent , se l f -contained theory to be s e e n as a n 

a l t e r n a t i v e to h u m a n c a p i t a l theory, the segmented labour m a r k e t p e r ­

spective ca l l s on a var i e ty of possible theoret ical u n d e r p i n n i n g s , a n d th i s 



agnost ic ism r u n s through m u c h of the empir ica l l i terature. 

T h e m o s t c o m m o n tes t of d u a l l a b o u r m a r k e t theory invo lves the 

e s t i m a t i o n of s e p a r a t e e a r n i n g s funct ions for the two sectors . I f the 

segmented l a b o u r m a r k e t model exp la ins earn ings d a t a better t h a n the 

competit ive model , t h e n two wage equations or earn ings functions should 

give a better fit to the earnings distr ibution t h a n one. I n the p r i m a r y m a r k e t 

there i s expected to be a s trong positive re lat ionship between earnings a n d 

educat ion a n d earnings a n d w o r k experience. I n the secondary m a r k e t these 

r e l a t i o n s h i p s a r e expected to be w e a k e r , or e a r n i n g s shou ld show l i t t le 

associat ion w i t h increases i n years of education or w o r k experience. T h i s type 

of test h a s been employed i n a number of studies, inc luding O s t e r m a n (1975); 

W r i g h t (1979); a n d C a r n o y a n d R u m b e r g e r (1980) for the U S A , a n d by 

M a y h e w a n d R o s e w a l l (1979); a n d McNabb (1987) for B r i t a i n . 

T h e cruc ia l i s sue i n implement ing such a test i s how to allocate indiv iduals 

to p r i m a r y v e r s u s secondary sector. In tere s t i n d u a l labour m a r k e t theory 

w a n e d i n the late 1970s pr inc ipa l ly because of C a i n ' s (1976) demonstrat ion 

t h a t the w a y w o r k e r s are classif ied as p r i m a r y or secondary m a y i t se l f bias 

the r e s u l t s i n favour of the d u a l labour m a r k e t hypothesis . I f low wage is 

u s e d as the b a s i s for al location to the secondary sector, for example, t h e n 

even i f there is i n fact a single m a r k e t , es t imated earnings equations for the 

two sectors w i l l show lower r e t u r n s to education i n the secondary sector. I n 

effect, the al location procedure c a n resu l t i n the truncat ion of the secondary 

sector sample on the va lues of the dependent var iable , b ias ing the resu l t s i n 

favour of the d u a l hypothesis . Strategies adopted to deal w i t h th is problem 

i n c l u d e a l locat ion on the bas i s of the observed wage w i t h correct ion for 

sample select ion b ias ( H e c k m a n a n d Hotz , 1986; H e c k m a n , 1979), u s i n g a 

swi tch ing regress ion model (Dickens a n d L a n g , 1985), a n d allocation on the 

b a s i s of job c h a r a c t e r i s t i c s (Gordon, 1986). T h e procedures employed by 

H e c k m a n a n d Hotz a n d by D i c k e n s a n d L a n g are each open to t echn ica l 

objections (brought out i n the ir comments on each other's work) but the more 

f u n d a m e n t a l problem i s the theoret ical agnost ic i sm to w h i c h we re ferred 

ear l ier: ne i ther advances a theoret ical explanat ion for segmentation, applies 

a n a l locat ion procedure cons is tent w i t h t h a t theory, a n d t h e n tes ts the 

hypothes is on that bas is . None of the range of theoretical underpinnings for a 

segmentat ion hypothes is would allocate workers to sectors on the basis of the 

wage or i n d i v i d u a l character is t ics ; the core notion is that it is job ra ther t h a n 

i n d i v i d u a l character i s t i c s w h i c h matter . W e therefore follow the t h i r d route, 

seek ing to allocate on the bas i s of job character is t ics , because this i s the one 

w h i c h h a s the p o t e n t i a l to l i n k h y p o t h e s i s t e s t i n g to a n u n d e r l y i n g 

theoret ical perspective. 

T h e second key tenet of segmentation theory is that jobs i n p r i m a r y labour 



m a r k e t s are rat ioned , w i t h s u b s t a n t i a l b a r r i e r s to en try from secondary 

labour market s . I f one c a n move out of the secondary sector to obtain r e t u r n s 

on experience or education, then, as C a i n (1976) pointed out, i t does not m u c h 

mat t er that there are no such r e t u r n s i n that sector. However , the existence 

of r a t i o n i n g is i n t r i n s i c a l l y v e r y difficult to a s s e s s , a n d so far v e r y few 

attempts to do so directly have been made (Dickens a n d L a n g , 1985 being a 

notable exception). L o n g i t u d i n a l d a t a on income a n d job mobil i ty is c l ear ly 

required a n d is becoming increasingly avai lable , but i t i s difficult to re late the 

e m e r g i n g ev idence on occupat iona l or income mobi l i ty d i r e c t l y to the 

ra t ion ing hypothes is , because it i s not c lear how m u c h mobi l i ty one w o u l d 

expect w i t h compared to without rationing. 

O u r a i m here is to apply to I r i s h d a t a tests of the f irst e l ement of the 

segmentat ion hypothes i s employed i n the l i t e r a t u r e i n v o l v i n g a n a pr ior i 

al location into sectors w h i c h c a n be l inked , whether loosely or more f irmly, to 

a n u n d e r l y i n g theoret ica l perspective. I n Sect ion I I I we apply a p r i m a r y / 

secondary allocation i n terms of industry , whi le i n Sect ion I V a more complex 

procedure d i s t inguish ing four sectors is applied. T h e data are from the E S R I 

s u r v e y of income dis tr ibut ion, poverty a n d usage of S ta te services c a r r i e d 

out i n 1987, prov id ing in format ion on the educat ion a n d labour m a r k e t 

exper ience of a n a t i o n a l s a m p l e of the populat ion r e s i d e n t i n p r i v a t e 

households . (A ful l descr ipt ion of the survey i s ava i lab le i n C a l l a n , N o l a n 

et al, 1989.) Responses were obtained from a total of 3,294 households, a n 

effective response ra te of 64 per cent. T h e re spond ing households w e r e 

reweighted for a n a l y s i s to correct for non-response bias , to ensure t h a t the 

sample for a n a l y s i s accords w i t h the ( m u c h larger) L a b o u r F o r c e S u r v e y i n 

t e r m s of four k e y character i s t i c s : the n u m b e r of adul ts i n the household, 

u r b a n / r u r a l location, socio-economic group, a n d age of household head. S ince 

the incomes of self-employed respondents include r e t u r n s to capita l as we l l as 

labour they are excluded from the analys is . 

O u r attent ion is focused on the 2,002 employees i n sample households on 

w h o m ful l information w a s obtained on earnings , education, labour m a r k e t 

experience a n d other characteris t ics to be employed i n the analys i s . E a r n i n g s 

functions es t imated w i t h th is dataset have been presented i n C a l l a n (1991) 

for m a r r i e d m e n a n d m a r r i e d women; No lan (1993) for the entire sample; a n d 

C a l l a n a n d W r e n (1994) for m e n a n d women a n d for m a r r i e d v e r s u s single 

m e n a n d women . T h i s h a s been i m p o r t a n t i n m e a s u r i n g , inter alia, the 

re la t ionsh ip between age, educat ion a n d earn ings a n d differences between 

m e n a n d women i n the re turns to education a n d experience. H e r e our interest 

i n extending th is work is to assess the extent to w h i c h sector of employment 

h a s a role i n inf luencing these re turns . 



I I I T E S T I N G A N I N D U S T R Y - B A S E D D U A L L A B O U R M A R K E T 

C A T E G O R I S A T I O N 

O u r f irst set of tests focus on a dist inct ion s imply between p r i m a r y a n d 

secondary labour m a r k e t sectors. W e w i s h to allocate workers between these 

sectors i n a w a y w h i c h m i n i m i s e s b ias introduced by c i r c u l a r i t y v i a the 

definition of sectors i n t erms of earnings i t se l f or var iables highly correlated
 s 

w i t h earn ings . I n the s t a n d a r d h u m a n cap i ta l model , as F l e i s h e r (1970) 

points out: 

I n d u s t r i e s are defined according to w h a t is produced and, hence, econ­

omic theory impl ie s that i n equi l ibr ium there should be no differences 

among wage rates for the same k i n d of labor according to industry per se 

except for w o r k i n g condi t ions t h a t v a r y s y s t e m a t i c a l l y a m o n g 

industr ies . O n the other h a n d , c lassifying workers by occupation and/or 

s k i l l i s to classify t h e m by character is t ics wh ich , according to economic 

theory, should be among the most important determinants of wage rates 

(p. 206). 

W e , therefore , employ i n t h i s sect ion a n a l locat ion of i n d i v i d u a l s to 

p r i m a r y or secondary sector on the bas i s of the ir indus try of employment. 

H u g h e s a n d N o l a n (1996) classif ied major groups of I r i s h industr ies a s ones 

i n w h i c h the major i ty of employees were l ike ly to be work ing i n the p r i m a r y 

or s econdary m a r k e t , b a s e d p r i n c i p a l l y on M c N a b b a n d R y a n ' s (1990) 

al locat ion for the U n i t e d K i n g d o m . T h a t depended on a n ana lys i s of sector 

character i s t i c s , w i t h concentration, p lant size, a n d capi ta l intens i ty used as 

the m a i n f ea tures d i s t i n g u i s h i n g "core" from "periphery" sectors , a n d 

a l though the theoret ica l underp inn ings need to be f leshed out, the d i s t inc ­

t ions c a n at l eas t be t r a c e d back to a theoret ical emphas i s on features of 

product m a r k e t s l ike ly to give r ise to dual is t ic labour markets . T h e resu l t ing 

al locat ion of major i n d u s t r i a l groups to p r i m a r y a n d secondary m a r k e t s i n 

I r e l a n d is s h o w n i n T a b l e 1. A p p l y i n g th is c lassif ication to the 1987 sample 

r e s u l t e d i n 73 per cent of employees being allocated to the p r i m a r y m a r k e t 

a n d 27 per cent to the secondary market . 

Descr ipt ive accounts highl ight the fact that p r i m a r y a n d secondary sectors 

differ i n gender composi t ion of the w o r k force, the extent of par t - t ime 

work ing , unionisat ion , employment stabil ity, a n d anc i l l ary benefits. T a b l e 2 

shows that w i t h the industry-based allocation procedure, the secondary sector 

does h a v e a h igher proportion of women a n d of part- t ime workers t h a n the 

p r i m a r y sector, a n d a m u c h lower proportion belonging to a trade union , on 

a n incrementa l pay scale, or h a v i n g entit lement to a ret irement pension from 

the i r employer. F r o m information obtained i n the survey about the number of 



T a b l e 1: Allocation of Major Industrial Groups to Primary and 

Secondary Markets 

Primary Market Secondary Market 

Other Production Agriculture 

Insurance Building and Construction 

Professional Services Wholesale 

Teaching Retail 

Health Personal Service 

Public Administration Other Industries 

Source: Hughes and Nolan (1996). 

y e a r s the respondent spent i n employment a n d the n u m b e r of different 

employers they h a v e h a d i n the ir career , one c a n also der ive the average 

length of each job. Tab le 2 shows considerably greater stabil ity i n the p r i m a r y 

sector, w i t h each job la s t ing a n average of 8.5 years compared w i t h 5 y e a r s i n 

the secondary sector. L a b o u r Force S u r v e y d a t a also show p a r t i c u l a r l y h i g h 

unemployment rates i n some of the indus try groupings we have categorised 

as secondary r a t h e r t h a n p r i m a r y , notably bu i ld ing a n d c o n s t r u c t i o n .
2

 A l l 

these character i s t i c s are consistent w i t h the notion t h a t the p r i m a r y sector 

offers more stable, less precarious employment w i t h better conditions, i s more 

h i g h l y u n i o n i s e d , a n d h a s a h igher percentage of "core" fu l l - t ime m a l e 

workers. 

Table 2: Percentage Female, Unionised, Part-time, on Incremental Scales, 

with Pension Entitlement and Average Length of Job in the Primary and 

Secondary Markets 

Sector Per Cent Per Cent Per Cent Per Cent with Per Cent Average 

Female Union Part-time Pension Incremental Length of 

Member (18 hours) Entitlement Scale Job 

Primary Labour 

Market 35.2 62.1 2.6 58.9 42.8 8.5 

Secondary Labour 

Market 40.9 19.3 7.9 18.5 18.5 5.3 

2. Clarke and Kavanagh (1995) apply our industry-based primary/secondary categorisation to 

1992 Labour Force Survey data and present results on the male/female breakdown, extent of 

part-time working and unemployment rates (their Table 5). However, their analysis covers all 

those at work, with 56 per cent in the primary and 44 per cent in the secondary market, largely 

because they include al l farmers in the secondary sector, whereas we include only farm 

employees. 



W e now present the re su l t s of a ser ies of regress ion models w h i c h test 

w h e t h e r the indus try -based d u a l labour m a r k e t dist inct ion helps i n u n d e r ­

s tand ing the de terminat ion of earnings i n I r e l a n d . T h i s involves es t imat ing 

s t a n d a r d log earn ings functions, for the ent ire sample a n d for each sector 

s e p a r a t e l y . I f the s egmenta t ion hypothes i s i s v a l i d , the coefficients of 

educat ion a n d w o r k experience var iab le s should be lower i n the secondary 

t h a n i n the p r i m a r y sector. T a b l e 3 presents regress ion resu l t s for a s imple 

model i n w h i c h log gross hourly earnings i s regressed on m a r i t a l status, years 

of educat ion a n d y e a r s of employment . T h e regress ion coefficients for the 

whole sample h a v e the expected positive signs a n d a l l are significant at the 

95 per cent level . G r o s s hourly earnings increase w i t h years of education a n d 

y e a r s of employment , a n d m a r r i e d respondents have higher earnings ceteris 

paribus t h a n u n m a r r i e d respondents, as i s commonly found. 

T a b l e 3: Regression of Log Earnings of Employees on Marital Status, Years 

of Education, and Years of Employment for Whole Sample and for 

the Primary and Secondary Markets 

Variable Whole Sample Primary Market Secondary Market 

Constant 0.5835 0.7541 0.4691 

(0.026) (0.029) (0.055) 

Married 0.2694 0.2264 0.2859 

(0.024) (0.025) (0.050) 

Years of Education 0.1036 0.0992 0.0720 

(0.004) (0.004) (0.010) 

Years of Employment 0.0178 0.0151 0.0178 

(0.001) (0.001) (0.002) 

Adjusted R
2 0.3922 0.3878 0.2816 

F 431.4973 309.5446 71.4200 

Number of Observations 2,002 1,462 540 

Mean Log Hourly 

Earnings 1.4411 1.5756 1.0763 

I n the separate regress ions for the p r i m a r y a n d secondary m a r k e t s , the 

coefficients of the m a r i t a l s ta tus , educat ion, a n d employment experience 

v a r i a b l e s a g a i n h a v e posit ive s igns a n d are signif icant i n both regressions. 

T h e coefficient on the education var iable i n the secondary sector is however 

s m a l l e r t h a n i n the p r i m a r y sector, as predicted by the dua l labour m a r k e t 

model . A l s o cons is tent w i t h the model, the goodness of fit of the p r i m a r y 

sector regress ion is better t h a n the secondary sector regress ion, accounting 

for about 40 per cent of the v a r i a n c e i n gross earn ings compared w i t h less 



t h a n 30 per cent. C o n t r a r y to the prediction of the segmented model, though, 

employment experience h a s a s i m i l a r effect on gross hour ly earn ings i n the 

two sectors. A n F- tes t rejects the n u l l hypothesis tha t there is no s ignif icant 

difference be tween the coefficients of the p r i m a r y a n d secondary sector 

regress ions .
3 

O n l y a minor i ty of m a r r i e d women of w o r k i n g age are i n the w o r k force, 

a n d par t i cu lar ly i n that case labour force part ic ipat ion is endogenous i n that 

i t m a y be inf luenced by the wage the ind iv idua l c a n command. T h u s studies 

of m a r r i e d women's labour force part ic ipat ion ( inc luding C a l l a n a n d F a r r e l l 

(1992) w i t h th i s dataset) , i n model l ing part ic ipat ion a n d earn ings , seek to 

correct for possible selection bias i n e s t imat ing earn ings functions for t h a t 

group. W h e n the earnings functions for the p r i m a r y a n d secondary sectors 

are es t imated for m e n only, the resul ts are as shown i n T a b l e 4. T h e genera l 

p a t t e r n of the e s t i m a t e d coefficients i s s i m i l a r to T a b l e 3, b u t the gap 

between the education coefficients i n the two sectors is n a r r o w e r , a n d good­

ness of fit of the equation is now n e a r l y as h igh i n the secondary as i n the 

p r i m a r y sector. 

T a b l e 4: Regression of Earnings on Marital Status, Years of Education, 

and Years of Employment for Whole Sample and for the Primary 

and Secondary Markets, Males Only 

Variable Whole Sample Primary Market Secondary Market 

Constant 0.7080 0.8442 0.5836 

(0.031) (0.036) (0.064) 

Married 0.3451 0.2967 0.3690 

(0.030) (0.034) (0.0626) 

Years of Education 0.0957 0.0927 0.0783 

(0.005) (0.005) (0.012) 

Years of Employment 0.0128 0.0112 0.0132 

(0.001) (0.001) (0.003) 

Adjusted R
2 

0.4162 0.3872 0.3708 

F 292.4041 194.769 60.9238 

Number of Observations 1,227 921 306 

Mean Log Hourly 

Earnings 1.5488 1.6510 1.2407 

3. One could estimate a single equation for the entire sample with slope and intercept 

dummies for membership of the secondary sector, but to faciltate comparability we follow the 

segmentation literature in estimating separate sector regressions. 



Since D i c k e n s a n d L a n g ' s (1985) inf luent ia l test of the dua l labour m a r k e t 

hypothes i s for the U S A w a s confined to m a l e household heads , we also 

e s t imated these earn ings functions for the 819 male household heads i n our 

sample (of w h o m 80 per cent were i n the p r i m a r y sector). T h e F- tes t aga in 

rejects the hypothes i s t h a t the coefficients of the p r i m a r y a n d secondary 

sector regress ions describe a common relat ionship determining average gross 

hour ly earn ings , but there i s i n th i s case l i tt le difference between the two 

sectors i n the educat ion a n d employment experience var iab les ; the largest 

difference i s i n fact now for m a r i t a l s tatus . T h e s e resu l t s are i n s t r ik ing con­

t r a s t to D i c k e n s a n d L a n g ' s , who found e d u c a t i o n a n d e m p l o y m e n t 

e x p e r i e n c e to be s ign i f i cant for the p r i m a r y b u t i n s i g n i f i c a n t for the 

secondary sector i n the U S A (though sector of a t tachment w a s i n the ir case 

determined w i t h i n the model). 

T h e r e s u l t s b a s e d on d i s t i n g u i s h i n g between p r i m a r y a n d secondary 

sectors on an industry basis suggest there m a y be some l imi t ed va lue to 

m a k i n g t h a t dist inct ion i n the I r i s h case, though the resul ts are a great deal 

l e s s c l e a r - c u t t h a n tes t s of the d u a l m a r k e t hypothes i s from the U S A . 

H o w e v e r , ca tegor i s ing employees into two sectors s imply on the bas i s of 

i n d u s t r y prov ides a t bes t a c r u d e r e p r e s e n t a t i o n of the d u a l m a r k e t 

hypothes is , s ince t h a t hypothesis refers to the character i s t ics of jobs r a t h e r 

t h a n industr ies . Segmented labour m a r k e t theories would see every industry 

h a v i n g both "good" a n d "bad" jobs, w i t h the balance between the two v a r y i n g 

across indus tr i e s , so d i s t ingu i sh ing sectors on a n indus try bas is alone w i l l 

necessar i ly misc lass i fy some, perhaps a substant ia l number, of employees by 

sector. A s imple dichotomy between p r i m a r y a n d secondary sectors m a y i tse l f 

be a n over-restr ict ive formulat ion of labour m a r k e t segmentation theory (as 

argued for example by M c N a b b a n d R y a n (1990)). I n the next section we, 

therefore, adopt a more refined approach to categorising employees by sector, 

based on apply ing the s c h e m a developed for the U S A by Gordon (1986) to a n 

I r i s h setting. 

I V T H E F O U R S E C T O R L A B O U R M A R K E T M O D E L 

Gordon's Four Sector Model 

T h e al location of employees to core a n d per iphera l segments i n the models 

tested up to th is point h a s been done at the one digit major i n d u s t r i a l group 

level . A f iner dist inct ion between industr ies , a n d between occupations w i t h i n 

t h e m , i n a l locat ing jobs between labour m a r k e t segments is desirable . T h e 

development of s u c h a c lass i f icat ion i s a major u n d e r t a k i n g as i t r equ ires 

detai led a n a l y s i s a n d scoring of part i cu lar job characterist ics . Deta i led infor­

m a t i o n on the character i s t i c s of jobs inc luded i n each three digit occupation 



group is not readi ly avai lable for I r e l a n d . However , such d a t a are ava i lab le 

for the U n i t e d States from the Dictionary of Occupational Titles a n d these 

have been u s e d by Gordon (1986) to allocate U S 1980 census occupations to 

different labour m a r k e t segments. C r u c i a l l y from the point of v iew of test ing 

the relevance of segmented labour m a r k e t theory, the a i m is to allocate on the 

bas i s of job r a t h e r t h a n indiv idual characteris t ics , w h i c h should m i n i m i s e the 

b i a s i n t r o d u c e d into e s t i m a t e s of the e a r n i n g s / e d u c a t i o n or e a r n i n g s / 

experience relat ionship. 

Gordon's c lass i f icat ion, updated by W a i t z m a n a n d S m i t h (1994) , d iv ides 

persons at w o r k into four segments — independent p r i m a r y professional a n d 

technica l ; independent p r i m a r y craft; subordinate p r i m a r y ; a n d secondary. 

T h e classi f icat ion of occupations into labour m a r k e t segments is b a s e d on a 

de ta i l ed a n a l y s i s of the c h a r a c t e r i s t i c s of jobs i n the U S Dictionary of 

Occupational Titles. T h r e e general imperat ives were observed: 

1. A s m u c h as possible the segment categories should refer to d a t a about 

the charac ter i s t i c s of jobs, exc luding informat ion about the c h a r a c ­

terist ics of the workers who hold those jobs. 

2. A s m u c h as possible, s imi lar ly , the segment categories should b u i l d 

upon d a t a w h i c h excludes information about f inal labour m a r k e t out­

comes, such as wages a n d turnover rates . 

3. G i v e n the importance of i n d u s t r i a l c h a r a c t e r i s t i c s i n def in ing dif­

ferences between "core" a n d "peripheral" f irms a n d g iven the s trong 

l ikel ihood of job segmentation w i t h i n core f irms, i t i s important to take 

both indus try and occupational character i s t ics into account. (Gordon, 

1986). 

I n d u s t r y a n d occupat ion d a t a are u s e d s ince d a t a on f i rms a r e not 

avai lable . Gordon, E d w a r d s , a n d R e i c h (1982) concluded t h a t the dist inct ion 

between goods-producing sectors a n d non-goods sectors is c r u c i a l because of 

the media t ing influence of trade unions i n goods-producing sectors i n s t a n ­

dard i s ing job conditions across occupations. T h i s m e a n s that for semi-sk i l l ed 

a n d u n s k i l l e d "blue-collar" workers i n goods-producing sectors, the i n d u s t r y 

i n w h i c h the person works determines allocation to the subordinate p r i m a r y 

or secondary sector, I n a l l other cases the person's occupation de termines 

segment allocation. T h e resu l t s of a factor a n a l y s i s of three-digit indus tr ie s 

by O s t e r (1979) are u s e d to divide a l l three-digit indus tr i e s i n the goods-

producing sectors into "core" a n d "peripheral" industr ies . Gordon's approach 

is t h u s rooted i n a theoret ical perspective on the w a y p a r t i c u l a r features of 

the product m a r k e t produce segmentat ion i n the labour m a r k e t , a n d is 

par t i cu lar ly thorough i n devis ing a detailed schema to allocate jobs into these 

segments. 



Applying the Four Sector Model to Ireland 

T h e occupat ion a n d i n d u s t r y d a t a i n the U S C e n s u s 1980 a n d the I r i s h 

C e n s u s of Populat ion 1981 are both based on I S C O 68 — the I n t e r n a t i o n a l 

S t a n d a r d Class i f i ca t ion of Occupations ( I S C O 68) — a n d the second rev i s ion 

of I S I C — the I n t e r n a t i o n a l S t a n d a r d I n d u s t r i a l C l a s s i f i c a t i o n of A l l 

E c o n o m i c Ac t iv i t i e s i s s u e d by the U N i n 1968. A s s u m i n g that the c h a r a c ­

ter is t ics of jobs w i t h s i m i l a r job t i t les i n I r e l a n d a n d the U n i t e d Sta tes are 

s i m i l a r , Gordon's classif ication scheme for the U S A c a n be used as a guide i n 

c lass i fy ing the I r i s h da ta . T h e al location of respondents i n the 1987 E S R I 

survey to different labour m a r k e t segments w a s done as follows: 

(a) E a c h of the 199 occupation t i t les i n the I r i s h C e n s u s of Popula t ion 

1981 were compared w i t h the 499 occupation titles i n the U S C e n s u s of 

P o p u l a t i o n 1980. A m a t c h w a s m a d e between e a c h occupat ion i n 

I r e l a n d a n d a n occupation i n the U n i t e d States . T h e occupation i n 

I r e l a n d w a s t h e n allocated to the same labour m a r k e t segment as the 

segment to w h i c h the match ing occupation i n the U S w a s allocated by 

W a i t z m a n a n d S m i t h (1994). T h i s re su l t ed i n a n a l locat ion of the 

employed labour force i n I r e l a n d to the four labour m a r k e t segments 

i n d e p e n d e n t p r i m a r y profess ional / technica l ; independent p r i m a r y 

craft; subordinate pr imary; a n d secondary. 

(b) S e m i - s k i l l e d a n d u n s k i l l e d occupations i n goods-producing sectors i n 

I r e l a n d were identif ied on the bas i s of the m a t c h w i t h corresponding 

jobs i n the U S . 

(c) E a c h of the 37 core a n d 57 per ipheral industr ies i n the goods producing 

sectors i n the U S were compared w i t h the 199 C e n s u s indus tr ie s for 

I r e l a n d . A m a t c h w a s made between the 37 core industr ies i n the U S 

a n d 37 core industr ies i n I r e l a n d a n d between 57 per ipheral industr ies 

i n the U S a n d 63 per iphera l industr ies i n Ire land . 

(d) S e m i - s k i l l e d a n d u n s k i l l e d occupat ions i n core a n d p e r i p h e r a l 

i n d u s t r i e s i n I r e l a n d were t h e n al located to the subordinate p r i m a r y 

sector a n d secondary sectors respectively. 

(e) T o t a k e into account the v e r y different n a t u r e of publ i c serv ice 

employment i n I r e l a n d — w i t h m u c h higher levels of unionisat ion a n d 

job security t h a n i n the U S A — jobs i n the public sector w h i c h would i n 

the U S categorisat ion be i n the secondary sector were real located to 

the subordinate p r i m a r y sector. 

T h e d i s t r i b u t i o n of employees by sector i n I r e l a n d i n 1987 g iven by 

Gordon's four-sector labour m a r k e t classif ication (as amended) is shown i n 

T a b l e 5, together w i t h a comparison of the distr ibut ion of employment i n the 

U n i t e d Sta tes i n the s a m e year . T h e two distributions are very s imi lar , w i t h 



about 25 per cent i n the secondary sector i n each case. T h i s is also very close 

to the s ize of the secondary sector produced by the two sector c lass i f icat ion 

u s e d i n Sect ion I V , but the a c t u a l a l locat ion of jobs differs s ign i f i cant ly 

between the two. O n l y about 60 per cent of those i n the secondary sector 

u s i n g the four-way categor i sat ion w e r e a l located to t h a t sector by the 

industry-based classification i n Section I V . 

T a b l e 5: Distribution of Employment in Four Labour Market Segments in 

Ireland and the United States in 1987 

Labour Market Segment Ireland United States 

(%) (%) 

Independent Primary 

Professional and Technical 25.4 29.3 

Independent Primary Craft 13.9 10.8 

Subordinate Primary 35.0 33.9 

Secondary 25.7 26.0 

T a b l e 6 compares the character i s t i c s of the four sectors i n t e r m s of the 

percentage of employees who are female , part - t ime , u n i o n m e m b e r s , on 

i n c r e m e n t a l scales , w i t h pension entit lement, a n d the average l ength of job. 

T h i s shows that the secondary sector h a s the highest proportion female a n d a 

m u c h higher percentage part-t ime t h a n the other sectors, the lowest propor­

t ion u n i o n members , on i n c r e m e n t a l scales a n d w i t h pens ion ent ie lement , 

T a b l e 6: Percentage Female, Unionised, Part-time, with Pension 

Entitlement and Average Length of Job in Four Labour Market Segments 

in Ireland 1987 

Per Cent Per Cent Per Cent Per Cent Per Cent Average 

Female Union Part-time with on Length of 

Members (18 hours) Pension Incremental Job 

Entitlement Scale (Years) 

Independent Primary 

Professional and 

Technical 37.3 54.0 2.2 70.5 52.7 9.95 

Independent 

Primary Craft 10.4 51.4 0.0 45.0 31.3 7.43 

Subordinate 

Primary 38.9 61.4 2.0 55.8 38.3 7.05 

Secondary 55.1 29.1 8.3 16.9 19.8 6.16 



a n d the s h o r t e s t average l e n g t h of job; a l l cons i s tent w i t h descr ip t ive 

accounts of the w a y the secondary sector differs from the res t of the labour 

market . 

Regression Results for the Four Sector Simple Model 

W e now employ t h i s four-way categorisat ion a n d assess the extent to 

w h i c h earnings functions differ across the sectors. T h e regression resul ts w i t h 

the s imple model containing as explanatory variables only years of education, 

experience, a n d m a r i t a l s ta tus are presented i n T a b l e 7. T h e model explains 

n e a r l y 40 per cent of the v a r i a n c e i n average log hour ly earn ings for the 

whole sample , about one-third for the independent p r i m a r y professional a n d 

technica l a n d the independent p r i m a r y craft sectors, but only 23 per cent for 

the subordinate p r i m a r y sector a n d 17 per cent for the secondary sector. 

Y e a r s of educat ion h a s a s ignif icant positive effect on earnings i n the three 

p r i m a r y sectors but i s now ins igni f icant i n the secondary sector. Y e a r s of 

employment h a v e a s i m i l a r positive effect on earnings i n al l four sectors, on 

the other h a n d , contrary to the segmented labour m a r k e t model's prediction. 

T h e hypothes i s t h a t the coefficients i n the regress ions for the four labour 

m a r k e t segments come from the same model as the coefficients for the whole 

sample i s rejected by the F- tes t for stabil ity of coefficients. 

T a b l e 7: Regression of Earnings of Employees on Marital Status, Years 

of Education, and Years of Employment for the Whole Sample and for 

Four Labour Market Segments 

Variable Whole Independent Independent Subordinate Secondary 

Sample Primary Primary Primary Market 

Professional Craft 

and Technical 

Constant 0.5835 0.9920 0.8000 0.7626 0.7750 

(0.026) (0.062) (0.072) (0.047) (0.055) 

Married 0.2694 0.1988 0.2356 0.2104 0.1432 

(0.024) (0.047) (0.058) (0.037) (0.046) 

Years of Education 0.1036 0.0845 0.0536 0.0794 0.0177 

(0.004) (0.007) (0.014) (0.008) (0.011) 

Years of Employment 0.0178 0.0155 0.0164 0.0137 0.0137 

(0.001) (0.002) (0.002) (0.002) (0.002) 

Adjusted R
2 .3922 0.3400 0.3394 0.2307 0.1734 

F 431.4973 88.2342 48.4309 70.8895 36.9341 

N 2,002 509 278 700 515 

Mean Log Hourly 

Earnings 1.4411 1.9437 1.3779 1.3632 1.0846 



Once aga in the model i s also es t imated for m e n only. T a b l e 8 shows t h a t 

the education coefficient for the secondary sector is aga in lower t h a n for other 

sectors, w i t h no s u c h gap for experience, though the goodness of fit of the 

equation for the secondary sector is now somewhat higher. 

Table 8: Regression of Earnings of Employees on Marital Status, Years 

of Education, and Years of Employment for the Whole Sample and for 

Four Labour Market Segments, Males Only 

Variable Whole Independent Independent Subordinate Secondary 

Sample Primary Primary Primary Market 

Professional Craft 

and Technical 

Constant 0.7080 1.0272 0.7568 0.9840 0.8420 

(0.031) (0.081) (0.077) (0.056) (0.076) . 

Married 0.3451 0.3213 0.2733 0.2278 0.2593 

(0.030) (0.071) (0.063) (0.043) (0.074) 

Years of Education 0.0957 0.0779 0.0597 0.0649 0.0176 

(0.005) (0.008) (0.015) (0.009) (0.017) 

Years of Employment 0.0128 0.0111 0.0169 0.0074 0.0104 

(0.001) (0.002) (0.003) (0.002) (0.003) 

Adjusted R
2 0.4162 0.3344 0.3711 ' 0.1845 0.2700 

F 292.4041 54.2545 49.7876 33.1997 29.3619 

N 1,227 319 249 428 231 

Mean Log Hourly 

Earnings 1.5488 1.9944 1.3997 1.4862 1.2103 

Regression Results for Four Sector Full Model 

W e now add to the earn ings funct ion addi t iona l exp lanatory v a r i a b l e s 

w h i c h m a y he lp to refine the es t imates of the effects of the educat ion a n d 

experience var iab le s : t ime spent out of employment , male / female , m a r i t a l 

s ta tus for m e n a n d women, whether employment i s ful l - t ime or part - t ime , 

t rade u n i o n m e m b e r s h i p , whe ther the employee is on a n i n c r e m e n t a l pay 

scale, a n d whether s/he h a s a n occupational pension entit lement. T h e square 

of both t ime spent i n employment a n d out of employment are inc luded to 

capture possible non- l ineari t ies i n the ir effects. P a r t - t i m e w o r k i s inc luded 

because th is form of employment is more preva lent i n the secondary sector 

a n d part - t ime w o r k e r s are expected to have lower earn ings . T r a d e u n i o n 

m e m b e r s h i p i s inc luded because i n d u s t r i a l u n i o n i s m h a s a homogenis ing 

effect on job conditions, a n d th is effect should be par t i cu lar ly s trong i n the 

p r i m a r y sector i n w h i c h most goods p r o d u c i n g i n d u s t r i e s a r e found. 

I n c r e m e n t a l pay scales are also a feature of p r i m a r y sector employment, as i s 

occupational pension entitlement. 



I t could be argued t h a t some of these var iables , such as trade union m e m ­

b e r s h i p or par t - t ime w o r k i n g , m a y be endogenous i n t h a t they could be 

inf luenced by the wage. T h e i ssue of endogeneity i n es t imat ing such earnings 

functions r u n s deeper, i n t h a t a n individual 's inves tment i n schooling i t se l f 

m a y be in f luenced by i t s r e t u r n . T h i s m a y b ias o r d i n a r y l eas t s q u a r e s 

es t imates of the r e t u r n to education, a n d a var ie ty of approaches to tack l ing 

t h i s prob lem as f a r a s the educat ion v a r i a b l e is concerned h a v e been 

advanced (see for example H a r m o n a n d W a l k e r (1995)). E v e n given the data 

r e q u i r e d to i m p l e m e n t these approaches , one w o u l d s t i l l be left w i t h the 

potent ia l endogeneity of, for example , t r a d e u n i o n m e m b e r s h i p a n d the 

d e s i r a b i l i t y of mode l l ing e a r n i n g s , par t i c ipat ion , u n i o n m e m b e r s h i p etc. 

jo int ly . H e r e our m u c h more l imi t ed a i m is to i m p l e m e n t the test of seg­

mented labour m a r k e t theory most commonly used i n the l i terature , but now 

i n c l u d i n g these a d d i t i o n a l control v a r i a b l e s to see the extent to w h i c h 

differences r e m a i n across sectors. T h e est imat ion resu l t s for the full sample 

are shown i n T a b l e 9. 

U n l i k e the s imple model, y e a r s of education now h a s a significant positive 

i m p a c t on earn ings i n the secondary sector, but the coefficient is less t h a n 

h a l f those for the independent p r i m a r y craft sector a n d the subordinate 

p r i m a r y sector, w h i c h are i n t u r n below that for the independent p r i m a r y 

professional a n d technica l sector. T h e F- tes t for the ful l model aga in does not 

accept the n u l l hypothesis tha t there is no difference between the regress ion 

equations. T a k i n g the coefficients on years of employment a n d the squared 

t e r m together, once aga in the impact of experience is not m u c h less i n the 

secondary sector t h a n elsewhere, contrary to the predictions of the segmented 

labour m a r k e t model a n d some U S evidence. T h e corresponding resu l t s for 

m e n only are l itt le different: the gap between the education coefficient for the 

secondary versus the other sectors is very s imi lar to that found for the sample 

as a whole, a n d the goodness of fit of the equation for the secondary sector is 

aga in re lat ive ly low. 

Testing Differences in Returns to Education and Work Experience 

T h e four segment l abour m a r k e t model provides a n u m b e r of testable 

hypotheses r e l a t i n g to differences i n the r e t u r n s to educat ion a n d w o r k 

experience i n each segment. A s far as education is concerned, re turns i n the 

independent p r i m a r y professional a n d technica l segment should be h igher 

t h a n i n the independent p r i m a r y craft, subordinate p r i m a r y , or secondary 

segments . R e t u r n s i n the independent p r i m a r y craft segment are indeter ­

m i n a t e on theore t i ca l grounds re la t ive to the r e t u r n s i n the subordinate 

p r i m a r y a n d secondary segments. R e t u r n s i n the subordinate p r i m a r y seg­

m e n t should be h igher t h a n i n the secondary segment. T h e s e hypotheses can 



T a b l e 9: Regression of Earnings on Full Set of Explanatory Variables for the 

Whole Sample and Four Labour Market Segments 

Variable Whole independent Independent Subordinate Secondary 

Sample Primary Primary Primary Sector 

Prof, and Craft Sector 

Technical 

Constant 0.4512 0.7499 0.5145 0.6316 0.6359 

(0.030) (0.079) (0.077) (0.055) (0.0597) 

Female -0.0621 0.0792 0.1469 -0.1163 -0.0968 

(0.027) (0.071) (0.090) (0.040) (0.047) 

Married man 0.1488 0.1584 0.0334 0.0919 0.1344 

(0.029) (0.069) (0.060) (0.042) (0.063) 

Married woman 0.1256 0.0453 -0.1596 0.1172 0.1017 

(0.032) (0.062) (0.125) (0.051) (0.059) 

Years of Education 0.0825 0.0725 0.0562 0.0550 0.0249 

(0.004) (0.006) (0.013) (0.008) (0.010) 

Years Employed 0.0389 0.0313 0.0573 0.0340 0.0266 

(0.003) (0.006) (0.007) (0.005) (0.005) 

Years Employed
2 

-0.0599 -0.0436 -0.0931 -0.0588 -0.0406 

(0.006) (0.013) (0.014) (0.010) (0.011) 

Years Out of 

Employment -0.0218 -0.0289 -0.0046 -0.0225 -0.0152 

(0.005) (0.014) (0.020) (0.008) (0.009) 

Years Out of 

Employment
2 

0.0574 0.0982 -0.0908 0.0538 0.0416 

(0.023) (0.066) (0.094) (0.033) (0.036) 

Part-time 0.1457 0.3464 — 0.0977 0.1530 

(0.052) (0.125) (0.101) (0.069) 

Trade Union Member 0.1316 0.0557 0.0703 0.1365 0.2649 

(0.019) (0.039) (0.042) (0.029) (0.041) 

Pension Entitlement 0.2880 0.3151 0.2209 0.2383 0.2582 

(0.022) (0.046) (0.045) (0.033) (0.049) 

Incremental Scale 0.1026 0.0308 -0.021 0.1106 0.1824 

(0.020) (0.038) (0.044) (0.030) (0.044) 

Adjusted R
2 

0.5579 0.4552 0.5276 0.4584 0.3729 

F 211.4439 36.3688 29.1212 50.3064 26.4711 

N 2,002 509 278 700 515 

be tested w i t h a s t a n d a r d t-test, a n d the resu l t s from the s imple model are 

s h o w n i n T a b l e 1 0 .
4

 T h e r e t u r n s to educat ion a r e indeed h i g h e r i n the 

independent p r i m a r y professional a n d technical segment t h a n i n the indepen­

dent p r i m a r y craft or the secondary segments, as predicted by the segmented 

4. Following Fichtenbaum, et. al., (1994), t-statistics are calculated on the basis that the 

sample variance of (b; - b p i s equal to the variance of b; plus the variance of bj and the co-

variance (bj, bj)is zero since the segments are separate sub-groups. 



l abour m a r k e t model , though they are not h igher t h a n i n the subordinate 

p r i m a r y segment . T h e r e t u r n s to educat ion i n the subordinate p r i m a r y 

segment are also higher t h a n i n the secondary sector as the model predicts. 

Tab le 10: Differences in Returns to Education in Four Labour 

Market Segments 

Segment Independent 

Primary Prof, 

and Technical 

Independent 

Primary 

Craft 

Subordinate 

Primary 

Subordinate 

Independent Primary Prof, 

and Technical 

* 0.0309 

(1.95) 

0.0051 

(0.47) 

0.0668 

(5.27) 

Independent Primary Craft * -0.0258 

(1.55) 

0.0359 

(2.01) 

Subordinate Primary * 0.0617 

(4.50) 

Secondary * 

A s far as w o r k experience is concerned, the segmentation model predicts 

t h a t r e t u r n s i n the independent p r i m a r y craft segment should be h igher — 

t h a n i n a l l of the other segments — m a i n l y because e a r n i n g s i n craft 

occupations are strongly influenced by seniority. I n addition, r e t u r n s to work 

experience i n the subordinate p r i m a r y segment should be higher t h a n i n the 

secondary segment. None of these hypotheses are borne out by our resul ts : 

w o r k experience h a s no differential effect on earn ings i n different labour 

m a r k e t segments i n I r e l a n d w h e r e a s i t h a s a s trong differential effect i n 

segmentat ion studies i n the U n i t e d States. 

T h e I r i s h evidence thus support the predictions of the segmented model i n 

re la t ion to r e t u r n s to education but not r e t u r n s to w o r k experience. S i m i l a r 

resu l t s c a n be der ived from the est imated coefficients for m e n only a n d from 

the fu l l model . I n addi t ion to y e a r s of school ing, the da tase t conta ins 

in format ion on the h ighes t educat ion level a t ta ined by respondents . W h e n 

these are entered i n d u m m y var iab le form into the es t imated equations for 

the different sectors i n place of y e a r s of educat ion, the lower r e t u r n to 

e d u c a t i o n i n the s e c o n d a r y sector i s ev ident across the fu l l r a n g e of 

a t ta inment levels. 

V C O N C L U S I O N S 

D u a l or segmented labour m a r k e t theory appears to be enjoying something 

of a re surgence in t erna t iona l l y i n recent y e a r s , but up to th i s point l i t t le 

a t tempt h a s been m a d e to test or apply these ideas i n empir i ca l w o r k on 

the I r i s h l a b o u r m a r k e t . T h i s paper h a s i m p l e m e n t e d w i t h I r i s h d a t a 



empir i ca l tests of a core element of the segmented labour m a r k e t model , the 

divergence between sectors i n the w a y earn ings are determined . T w o dif­

ferent approaches to al locat ing employees between sectors h a v e been used , 

one based on des ignat ing major i n d u s t r i a l groups as p r i m a r y or secondary 

sector, the second adapt ing the more refined procedure developed by Gordon 

for the U S A , w h i c h re l ies on detai led job descript ions i n the Dictionary of 

Occupational Titles to d is t inguish four sectors. 

T h e resu l t s for I r e l a n d w i t h the four-way categorisation of labour m a r k e t 

segments, for the ent ire sample a n d for m e n only, suggested t h a t r e t u r n s to 

education were indeed less i n the secondary sector t h a n e lsewhere , a n d s t a n ­

d a r d earnings functions explained less of the var iance i n earnings w i t h i n the 

secondary sector t h a n e l sewhere , as predicted by the segmented labour 

m a r k e t model . T h e secondary sector produced by the two-way i n d u s t r i a l 

categorisation w a s less dist inctive i n these respects. C o n t r a r y to the predic ­

tions of the segmented labour m a r k e t model, years of employment experience 

were seen to have as great a n influence on earnings i n the secondary sector 

as e lsewhere w i t h both categorisations. T h e divergence i n es t imated earnings 

functions between sectors i n I r e l a n d is a good deal less t h a n t h a t shown by a 

n u m b e r of studies u s i n g U S data , but resu l t s w h i c h have been produced for 

the U K suggest that there is also a less c lear-cut divide there t h a n i n the 

U S A (McNabb a n d R y a n , 1990). A m o n g the factors w h i c h m a y u n d e r p i n th i s 

contrast , the greater influence of t rade un ions throughout the economy — 

inc lud ing the secondary sector — i n I r e l a n d a n d the U K suggests i t se l f as a 

prominent candidate, g iven the importance placed by unions on r e w a r d s for 

seniority. 

T h i s m a t t e r s because the impl icat ions of adopt ing a segmented labour 

m a r k e t perspect ive a r e m a r k e d l y different from those of s imple h u m a n 

cap i ta l theory on some centra l i s sues i n labour m a r k e t policy. T h e h u m a n 

capi ta l model predicts that invest ing i n education a n d t r a i n i n g of those w i t h 

low sk i l l s w i l l i t se l f s ignificantly ra i se the ir earn ings a n d reduce inequal i ty . 

T h e segmentat ion model , however , sees w o r k e r s at the lower end of the 

earnings distr ibut ion as h a v i n g the lowest r e t u r n s to inves tment i n education 

a n d t ra in ing ; a n d s imply g iv ing them more education a n d t r a i n i n g w i l l not 

a l ter the wage s tructure , suggesting a greater emphas i s on policies directed 

at in f luenc ing the s tructure of jobs. T h e segmented labour m a r k e t theory 

would also provide a n al ternat ive perspective on the impact of unemployment 

compensat ion a n d rep lacement ra tes on unemployment , as explored i n for 

example B u r d a ' s (1990) model of "wait" u n e m p l o y m e n t a n d A t k i n s o n a n d 

Micklewright 's (1991) discussion of the impact of h igher unemployment i n s u r ­

ance coverage i n the p r i m a r y sector on the equi l ibr ium wage a n d employment 

i n that sector. 



I n the a b s e n c e of ev idence on r a t i o n i n g of p r i m a r y sector jobs , the 

existence of d is t inct wage equations for the p r i m a r y a n d secondary sectors 

does not const i tute a re futa t ion of h u m a n cap i ta l theory. H o w e v e r , the 

pers i s tence of i n t e r - i n d u s t r y a n d inter-employer wage differentials w h i c h 

c a n n o t be e x p l a i n e d by convent iona l h u m a n c a p i t a l v a r i a b l e s (see for 

example , D i c k e n s a n d K a t z (1987); a n d K r u e g e r a n d S u m m e r s (1987), (1988)) 

h a s i t se l f contributed to the perceived need to augment h u m a n capita l theory 

by, for example , efficiency wage or rent - shar ing models (which have also been 

d irected at u n d e r s t a n d i n g unemployment) . T h e segmented labour m a r k e t 

perspective offers a n a l ternat ive f ramework w i t h i n w h i c h such non-market -

c l ear ing models m a y fit, but w i l l have difficulty convincing the sceptic to take 

it ser ious ly wi thout a more developed theoret ical foundation. R a t h e r t h a n 

represen t ing a coherent theory i n itself, the segmented labour m a r k e t per­

spective appeals to a var ie ty of theories, a n d a theoretical agnosticism under ­

l ies some of the tes t ing procedures w h i c h have been applied. T h e priority for 

proponents of t h a t perspect ive i n our v iew h a s to be development of the 

microfoundat ions of the postulated l i n k s between product m a r k e t c h a r a c ­

ter is t ics a n d segmentat ion i n the labour marke t , on w h i c h more precise a n d 

testable proposit ions c a n be b a s e d .
5

 T h i s does not m e a n that a knock-out 

refutat ion of h u m a n capi ta l theory w i l l be required before segmentation c a n 

become a m a i n s t r e a m perspect ive, but s imply that a r e s e a r c h programme 

w h i c h concentrates on development of i ts own underpinnings ra ther t h a n on 

the l imitat ions of h u m a n capita l theory is more l ike ly to be fruitful. 
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